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Renovation spending to edge up in 1994 


fter a hard-hitting recession 

at the beginning of this 
decade, the renovation market 
is slowly expanding again. The 
outlook is for a 3.5 per cent 
increase in renovation spending 
for 1994. This modest growth — 
2.0 per cent when adjusted for 
inflation — will be due mainly 
to a gradual improvement in 
housing markets and economic 
conditions. 

National spending on renova- 
tions has mirrored fluctuating 
trends in housing markets and 
the economy as a whole since the 
start of the 1990s. In 1991, when 
housing markets were battered 
by the recession, renovation 
spending plunged by 9 per cent. 
The partial recovery in 1992 is 
estimated to have pulled spend- 
ing up by 3.8 per cent. For 1993, 
the setback in housing markets 
and consumer confidence pulled 
spending down by 1.2 per cent. 

The forecast of moderate 
growth for the overall economy 
in 1994 will help spur activity in 
the renovation market. Consumer 
confidence should improve as 
jobs and incomes make gains 
while interest rates remain low. 
Asa result, there will be some 
increase in housing starts and 
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greater sales of existing houses. 
Home sales tend to boost the 
renovation market because many 
improvement projects are done 
shortly before a house is sold or 
shortly afterwards. Even newly 
built houses are often improved 
right after purchase. 

Signs of a more stable economy 
and a return to more balanced 
rental markets should also 
encourage rental properties 
owners to undertake more 
renovations. 


Renovation market to 
be close to new 
construction in 1994 


Despite lacklustre renovation 
demand in recent years, spend- 
ing on renovation work has 
actually been a bit higher than 
spending on new construction 
during the period from 1991 to 
93. The pattern should reverse in 
1994; spending on new construc- 
tion will jump by 8.4 per cent, 
slightly ahead of renovations. 


(continued on page 2) 


Renovations will be a $17.5 billion market in 1994 
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Source: Statistics Canada, CMHC forecast. 
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Renovation spending should 
rise to $17.5 billion in 1994, up 
from $16.8 billion in 1993 and 
an improvement over 1991 and 
1992. But it will still be well 
below the spending highs of 
more than $18 billion in 1989 
and 1990. 

The chart on spending for 
alterations, which account for 
three out of every four dollars 
spent on renovations, tells the 
story. Spending peaked at 
$13.7 billion in the fourth quarter 
of 1989, fell to $11.2 billion during 
the first quarter of 1991 and then 
bounced back in the next quarter 
to $12 billion, rising again toward 
the end of 1992. In 1993, however, 
spending fell again, reflecting 
short term trends in home resale 
and new construction. 


Spending on 
alterations 
(seasonally adjusted) 


(Billions of $) 
14.5 
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Source: Statistics Canada. 


When you consider the impact 
of price increases, however, the 
gap between today and the pre- 
recession years is even greater. 
In real terms, spending is still 
20 per cent below the peak of 
1989. 
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Competition for this reduced 
amount of renovation work will 
be strong in all segments of the 
industry and will affect building 
material manufacturers, distribu- 
tors and retailers, renovators and 
contractors and trades. The year 
1994 will remain a buyers’ market, 
an ideal time for homeowners and 
owners of rental homes to plan 
low-cost, high-quality renovation 
projects. 


British Columbia, 
Ontario and Quebec to 
lead recovery 


British Columbia renovation 
markets will lead the rest of the 
country in 1994 as they did in 
1993. The province benefits from 
strong housing markets and a 
solid economic recovery that 
fuels employment and income 
growth. Renovation spending is 
expected to rise by 4.5 per cent 
in 1994, following a 5.1 per cent 
advance in 1993. 

A recovering manufacturing 
sector is expected to boost the 
economies of Ontario and 
Quebec in 1994, giving support to 
housing markets and renovation 
activities. Renovation spending 
should rise by 3.5 in Ontario 
following a drop of nearly 
5.0 per cent in 1993. In Quebec, 
spending will be up 3.8 per cent 
in 1994 after holding steady in 
1995: 

Renovation actitivies in the 
prairie provinces will rise moder- 
ately in 1994. This will reflect 
modest progress on housing 
markets and a gradual advance in 
their economies and job markets. 
Renovation spending will be up 
nearly 3.0 per cent in Alberta and 
Saskatchewan, and 2.0 per cent 
in Manitoba. 


In the Atlantic region, New 
Brunswick and Prince Edward 
Island are anticipated to record 
increases in renovation of 
slightly more than 3.0 per cent. 
Nova Scotia and Newfoundland, 
the two provinces more exposed 
to problems in the fishing indus- 
try, should see smaller increases 
of nearly 2.5 per cent and 
2.0 per cent respectively. = 


In addition to the Renovation 
Markets series, CMHC’s Market 
Analysis Centre produces the 
following publications: 


e Canadian Housing Markets 
Quarterly, $44 per year. 
(Catalogue No. NH12-7E) 
Mortgage Market Trends 
Quarterly, $44 per year. 
(Catalogue No. NH12-8E) 
National Housing Outlook 
Quarterly, $66 per year. 
(Catalogue No. NH12-9E) 


Order by contacting CCG- 
Publishing, 45 Sacré-Coeur 
Boulevard, Hull, Quebec, 

K1A 089. For faster ordering call 
(819) 956-4802 or fax (819) 994- 
1498. Please add 7% GST where 
applicable. For orders outside 
Canada, please add 30%. 

Market Analysis Centre hous- 
ing market analysts and econo- 
mists also publish a wide range 
of publications that report on 
local housing markets across 
Canada. These include: 


Resale Market Forecast 
Housing Forecast 

Residential Construction 
Forecast 

Local Housing Market Report 


These publications are avail- 
able on a complimentary basis; 
contact the market analyst in 
your local CMHC office, listed 
in the white pages of your 
telephone book. 


Homeowner renovation 


1991 survey results 


Homeowners adapt to 
recession’s bite 


Ss results from 1991 — 


the most recent year for 
which detailed data are available 
— show that many homeowners 
cancelled or delayed renovations 
during the recession. 

Renovation spending by home- 
owners dropped by 10.3 per cent 
in 1991 compared with 1990. The 
$11.5 billion that homeowners 
spent on renovation in 1991 
accounted for nearly 70 per cent 
of the overall renovation market 
of $16.5 billion. The remaining 
$5 billion is an estimate of the 
spending done by rental property 
owners. 

Although 4.4 million out of 
6.3 million households paid for 
some sort of renovation work in 
1991, this was 6.5 per cent fewer 
than the previous year. House- 
holds also tended to spend less. 
The average renovation bill was 
only $2,621 in 1991, nearly $100 
less than in 1990, or a 4.1 per cent 
drop. 

Homeowner renovations fall 
into five categories of spending: 
renovations and alterations, 
structural additions, repairs and 
maintenance, replacement of 
equipment and new installations. 
(See Information Sources, page 5, 
for detailed descriptions of each 
category.) 

Homeowners were most likely 
to put off structural additions or 
new installations in 1991. Spend- 
ing in these categories fell the most, 


Where the homeowner renovation dollar goes 


23.0% 
additions 


20.5% 
repairs and 
maintenance 


39.4% 
renovations and 
alterations 


5.9% new 
installations 


11.1% 
replacement of 
equipment 


TOTAL: $11.5 billion 


Source: Statistics Canada 


by slightly more than 16 per cent 
over the previous year. Spending 
to replace equipment only fell 

by 1.2 per cent, however, which 
suggests that homeowners often 
have to replace equipment as 
soon as it breaks down. 

In the largest category, renova- 
tions and alterations, spending 
dropped 8.6 per cent from 1990, 
to $4.5 billion. Lower average 
spending caused most of the dip; 
the number of households under- 
taking renovation work actually 
fell only marginally. Renovations 
and alterations accounted for 
39.4 per cent of the overall home- 
owner renovation market. 

In the second largest category, 
structural additions, spending 
dropped 16.4 per cent from 1990, 
to $2.6 billion, again mainly as a 
result of lower average house- 
hold spending. Structural addi- 


tions accounted for 23 per cent of 
the overall market. 

In the third largest category, 
repairs and maintenance, 
spending fell by 8.4 per cent, 
to $2.4 billion, because fewer 
households did repair work. 
This category accounted for 
20.5 per cent of the overall market. 

The fourth category, replace- 
ment of equipment, recorded a 
marginal 1.2 per cent drop, 
accounting for $1.3 billion or 
11.1 per cent of the overall 
market. Slightly higher average 
spending offset a decline in the 
number of households that 
replaced equipment. 

In the smallest category, new 
installations, spending fell by 
16.7 per cent — the largest rela- 
tive decline — to $0.7 billion 
or 5.9 per cent of the overall 
market. = 
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Major homeowner repair and renovation jobs 


i omeowner renovation pro- 
jects fall into 21 major job 


categories ranked by the total 
amount of business they generate 
(see table on page 5 : Ranking by 
job category). Survey information 
for each category produced sales 
totals, percentage of households 
spending money in these areas 
and average household spending 
figures. 

From 1990 to 1991, spending 
in most categories fell by 6 to 
17 per cent. Fewer homeowners 
did renovation work and they 
spent, on average, less money. 
This again shows how home- 
owners adapt to hard times by 
delaying spending, limiting the 
scope of spending or getting jobs 
done at lower costs. 

The 21 job categories are ranked 
by volume of business into three 
general markets: $1 billion or 
more (large), $500 million to 
$1 billion (mid-size) and under 
$500 million (small). 


Top four job categories 
worth more than 
$1 billion each 


Four types of jobs attracted busi- 
ness totalling $1 billion, or more, 
each. They comprise the three 
types of renovation and altera- 
tion activities (interior, exterior 
and combinations of both) and 
structural extensions. 

Interior renovations include 
kitchen or bathroom remodelling, 
while exterior renovation may 
include work ona deck ora 
porch. Window and door replace- 
ments or additions fall into the 
interior and exterior renovation 
category. Room additions are 
structural extensions. The next 
survey, on renovation spending 
in 1992, will provide some 
details about specific projects 
within the four categories. 


Top ten renovation jobs in 1991 


Renovation — interior - 


Renovation — ext. & int. 


Structural exts.- 


Renovation — exterior — 


Outdoor patios, etc. 


Roofing comp./part. 


Heating/air cond. 


Flooring & carpet 


Painting — ext. & int. 


Plumbing 


0 0.5 


1 1.5 2 2.5 
(Billions of $) 


Source: Statistics Canada, 1991 Homeowner Repair and Renovation Survey. 


Average household spending 
in these categories ranged from 
$2,023 (for exterior work alone) 
to $5,289 (for renovations and 
alterations that included interior 
and exterior work). While only 
3.9 per cent of homeowners 
reported expenses for interior 
and exterior work, 11.6 per cent of 
homeowners reported spending 
on interior renovations. 


More projects in the 
mid-size categories 
($500 million to $1 billion) 


In 1991, more households under- 
took projects in the five mid-size 
job categories than those in the 
$1 billion or greater expenditure 
range. However on average they 
spent less money for the jobs. 
The five categories range from 
patios, fences, driveways 
and swimming pools, which 
generated the most business, to 
exterior and interior painting, 
which brought in the least. 

The only mid-size activity 
that saw a rise in demand — 
and only a slight one at that — 


was replacement, repair and 
maintenance of heating and air 
conditioning equipment. Con- 
sumer spending in this area rose 
3.3 per cent to $697 million in 
1991. This was due to more 
money being spent per project, 
which offset the smaller number 
of households undertaking 

such work. 

In contrast, business involving 
outdoor patios, fences, drive- 
ways and swimming pools 
dropped nearly 20 per cent, 
to $828 million. Spending on 
painting fell 13.8 per cent, to 
$618 million. In both cases, fewer 
households made improvements 
in these areas, and the jobs they 
undertook were smaller. 

Spending on hard surface 
flooring and carpeting fell almost 
9.0 per cent, to $656 million, even 
though the average household 
expenditure rose. Roofing work 
fell marginally to $715 million. 
Here again, the average house- 
hold cost went up, but fewer 
households were involved. 


(continued on page 8) 
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Ranking: By Job Category 


Aggregate expenditure Homeowner households reporting spending 


Millions ($) Percentage (%)* Average spent ($) 
OVER $1 BILLION 
1 Renovation — interior only 2,161 11.6 2,944 
2 Renovation — both exterior and interior 1,315 3.9 5,289 
3 Structural extensions 1,288 lays 3,723 
4 Renovation — exterior only 1,067 8.3 2,023 
$500 MILLION — $1 BILLION 
5 Outdoor patios, fences, driveways and inground pools** 828 12.2 1,067 
6 Roofing complete or partial** 715 Th 1,460 
Vf Heating and air conditioning** 697 13.4 821 
8 Hard surface flooring and carpeting** 656 8.4 1,233 
9 Painting — interior and exterior 618 38.6 252 
UNDER $500 MILLION 
10 Plumbing** 446 16.9 416 
11 Landscaping 376 7.1 835 
12 Garages and carports 290 1.2 3,959 
13 Electrical systems** 198 10.0 313 
14 Other interior walls and ceilings 159 7.0 357 
15 Exterior walls 149 4.7 497 
16 Built-in appliances** 135 2.6 815 
17 Wallpapering 133 12.5 167 
18 Carpentry (including wooden floors) 120 3.0 640 
19 Other new installations and replacement** 68 1.7 630 
20 Other repairs and maintenance 55 1.7 510 
21 Caulking and weather stripping 45 8.4 85 


* In 1991, there were 6,344,678 homeowner households. 


*“ Indicates aggregated categories. 
Sources: Statistics Canada, CMHC. 


INFORMATION SOURCES and DEFINITIONS 


Information for this report originates 
mainly from various publications 
produced by Statistics Canada and 
special tabulations requested by 
CMHC. 

In addition to the Housing Repair 
and Renovation Survey described 
below, the data sources include 
construction statistics, building per- 
mits, wholesaler sales and national 
income and expenditure accounts. 

The Housing Repair and Renovation 
Survey provides detailed information 
on the spending characteristics of 
homeowners. The latest survey 
available, conducted in the spring 
of 1992, asked nearly 25,000 home- 
owners about their renovation 
spending in 1991. The main results 
of this survey are published in 
Homeowner Repair and Renovation 
Expenditure in Canada — 1991 
(Catalogue No. 62-201). 

The survey asks homeowners about 
their spending on contract or materials 


for renovation for the previous year. 


It identifies specific types of repair 
and renovation activities which are 


grouped under five major headings: 


renovations and alterations; struc- 
tural additions; repairs and mainte- 
nance; replacement of equipment; 
and new installations. 


Repairs and Maintenance: 


Expenditures made on an existing 
structure or piece of equipment to 
keep it in good working condition 
and appearance so as to maintain it 
in “as new” a condition as possible. 


Replacement of Equipment: 


Installation of equipment that 
replaces an existing unit. Includes 
upgrading to a superior quality of 
equipment and conversion from 
one type of unit to another (such 
as replacing an electric hot water 
heater with a gas fuelled unit). 


Additions: 


Structural extensions or additions 
to the property (such as rooms, 
decks, garages, carports, garden 
sheds etc.), inground swimming 
pools, fences patios, driveways, 
and major landscaping. 


Renovations and Alterations: 


Work done that was intended to 
upgrade the property, rearrange 
the interior space, modernise exist- 
ing facilities. Includes jobs such as 
remodelling rooms, adding or 
replacing doors and windows, 
renovating exterior walls, upgrad- 
ing insulation and adding eaves- 
troughing. 


New Installations: 


The installation of equipment that 
did not previously exist on the prop- 
erty, or that was installed in addition 
to the equipment on the property. 
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| Homeowner profiles ... | profiles... 


Two age groups lead the 
market 


wo age groups — people 

between 35 and 44 years old 
and those between 45 and 54 — 
tend to be the big spenders when 
it comes to renovation projects. 
These two groups accounted for 
more than half, or 55.8 per cent, 
of the total renovation bill of 
$11.5 billion in 1991. 

People between these ages repre- 
sent 47 per cent of all homeowner 
households, and they have likely 
been homeowners for some time. 
In 1991, individuals aged 35-44 
headed 1.6 million households, 
or 25.4 per cent of all home- 
owner households in Canada. 
Individuals aged 45 to 54 headed 
1.4 million homeowner house- 
holds, or 21.6 per cent of the total. 

In both groups, people tend to 
be relatively secure financially, 
and they may be willing and able 
to spend on renovations if they 
stay ina house. If they move, 
they also have the means and 
the inclination to add amenities 
to newly built houses or to 


Average spending ($) and 


Core Renovation Customers 


Household Heads Aged 35 to 54: 


Share of Age Groups in Totals 


Totals 35-44 45-54 35-54 
Number of Households 6,344,680 25.4% 21.6% 47.0% 
Total Spending (millions of $) $11,521 30.9% 24.8% 55.8% 
...on Contract $7,692 29.4% 26.5% 55.9% 
...on Materials $3,829 34.1% 21.5% 55.6% 
By type: 
Repair and Maintenance $2,363 24.9% 23.1% 48.0% 
Replacement of Equipment $1,281 28.2% 25.7% 53.9% 
Additions $2,650 35.5% 28.6% 64.1% 
Renovations and Alterations $4,544 31.6% 23.5% 55.1% 
New Installations $683 34.8% 23.4% 58.3% 


Sources: Statistics Canada, CMHC. 


undertake renovations to exist- 
ing ones. 

Householders in these two age 
groups are not the most frequent 
spenders. A younger generation 
(below age 35) can claim this 
distinction, with 77 per cent 
of householders in this group 
reporting some renovation 
spending. But the two older 
groups do not lag far behind in 
spending frequency. In the 35 to 
44 age range, 75 per cent of 
householders spent money on 


homeowner household spending on renovations (%) 


by age of household head 
3500 ‘) (7) g9 
75 
70 
65 
60 
1500 55 
Under 35 35 — 44 45 — 54 55 — 64 65 and over 


Age of Household Head 


Average spending ($) 


Source: Statistics Canada. 


== % of household with spending 


renovations while 69 per cent of 
the 45 to 54 age group did so. 

More significant is the amount 
these groups spent. The average 
renovation bill paid by the people 
in the two selected age groups 
is high — $3,000 per renovation- 
spending household, as compared 
with a less than $2,500 average 
for the other groups. 

The larger amount spent 
mainly reflects higher average 
spending for work under contract. 

About 40 per cent of home- 
owners in these age groups did 
renovation work under contract, 
a finding similar to other age 
groups. The average amount spent 
on materials and the percentage 
of homeowners undertaking this 
expense was consistent with 
averages for all homeowners. 


Younger of big spending 
groups holds out promise 


People aged 35 to 44 are expected 
to hit their spending stride by the 
year 2000. This holds promise for 
the future, because even now this 
age group is fueling the renovation 
market. 
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Homeowner profiles... 


The 1991 survey shows that 
35- to 44-year-olds tended to 
undertake larger projects and 
their total spending as a group 
was higher than other groups. The 
average expenditure for these 
households was $2,932, signifi- 
cantly higher than the average of 


$2,621 for homeowners generally. 


The point to note is the high 
percentage of people in this age 
group undertaking renovation 
work — 75 per cent of them did 
renovations in 1991 as compared 
with 69 per cent of householders 
generally. Frequent spending by 
35- to 44-year-olds reflects their 
relative financial security which 
spurs them to improve their 
homes and accommodate the 
changing needs of their children 
over the years. 

This group was especially apt 
to spend more on projects featur- 
ing structural additions or reno- 
vations and alterations. For 
example, the average bill for 
alterations was nearly $3,600, 
slightly higher than the national 
average of $3,300. As well, 35- to 


Average spending by type 


Heads aged 45 to 54 


Average spending by type 


Heads aged 35 to 44 


($) 


4,000 

3,000 

2,000 

cs a 
Repairs and Replacement 
Maintenance of Equipment 


Gi All Households 


Source: Statistics Canada, CMHC. 


44-year-olds average spending 
on additions was nearly $2,700, a 
bit more than average spending 
for all age groups combined. 
Their spending on repairs, 
however, was only $593 per 
household, while the national 
average was $676. 


Biggest average spenders: 
the 45- to 54- year-olds 


People in this group tended to 
spend the most on renovations 


Additions 


(S) 


4,000 
3,000 
2,000 
a Eo 
- - 
Repairs and Replacement 
Maintenance — of Equipment 


i All Households 


Source: Statistics Canada, CMHC. 


Additions 


a 
Renovations and New 
Alterations Installations 
Head aged 45-54 


a 


Renovations and New 
Alterations Installations 


Head aged 35-44 


per household — a $3,026 aver- 
age compared with a $2,621 aver- 
age for the total householder 
population. 

Compared to the 35- to 
44-year-olds, this older group 
had fewer spenders, but the aver- 
age renovation bill they paid was 
higher. A comparison of the two 
age groups shows the biggest 
difference was in spending on 
additions. In the younger group, 
21.8 per cent of homeowners 
spent money on additions, but 
their average expenditure was 
$2,677. In the older group, 

16.8 per cent of householders 
undertook additions for an 
average expenditure of $3,291. 

These older homeowners 
could undertake more costly 
renovations because they tended 
to have higher income brackets 
and relative financial security 
combined with reduced 
expenses as children grew up 
and left home. = 
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Contract work and materials 


he year 1991 saw a drop in 

consumer spending of about 
10 per cent for both contract 
work and materials. The cate- 
gory contract work, which in- 
cludes labour plus materials or 
labour only, accounted for two 
thirds of the renovation dollar. 
Another third was spent on mate- 
rials only, mainly for do-it-your- 
self projects. 

The renovation industry has 
pointed to the introduction of the 
GST as an important factor under- 
lying the drop in contract business, 
as homeowners sought informal 
ways to get work done. However, 
the recession also had an impact 
on the total volume of renovation 
work. As well, the decline in 
contract work was no more than 
that for do-it-yourself materials. 

The total renovation bill in 
1991 — $11.5 billion — breaks 
down as $7.7 billion for contract 
work and $3.8 billion for materi- 
als only. Contract work claimed 
about the same volume of 


(continued from page 4) 


Smaller market shows 
wide variations 


The remaining market for jobs 
includes narrowly defined, spe- 
cific categories such as plumb- 
ing, work on electrical systems 
and carpentry work. Homeown- 
ers don’t often spend on these 
types of renovation jobs, and the 
amounts they spend are small. 
As well, spending tends to show 
wider variations from one year 
to the next. 

Fewer than 10 per cent of home- 
owners surveyed spent money 
in this area, with the exception 
of plumbing work (reported by 
16.9 per cent of homeowners), 
wallpapering (reported by 
12.5 per cent of homeowners) 
and electrical work (reported by 


business in all the major project 
categories: renovations and alter- 
ations — 69.1 per cent of the total 
($3.1 billion); structural additions 
— 62.3 per cent ($1.7 billion); 
repairs and maintenance — 

62.2 per cent ($1.5 billion); new 
installations — 67.8 per cent 
($463 million); and replacement 
of equipment — 75.4 per cent 
($966 million). 


Contract work receives 
two thirds of the 
renovation dollar 


materials 
33.2% 


contract 
66.8% 


Source: Statistics Canada 


10.0 per cent of homeowners). 
The average expense was less 
than $1,000, with the exception 
of garages and carports (at nearly 
$4,000 on average). 

Significant increases were 
reported for plumbing work 
(up 7.0 per cent to $446 million), 
work on exterior walls (up 
18.3 per cent to $149 million), 
carpentry work (up 15.4 per cent 
to $120 million) and caulking and 
weather stripping (up 25 per cent 
to $45 million). There were also 
some large declines: spending 
on garages and carports fell 
37.5 per cent, to $290 million; 
spending on electrical systems 
was down 24.4 per cent, to 
$198 million; spending on built- 
in appliances dropped by 


+ 28.7 per cent, to $135 million. = 


Significant regional differences 
in spending in 1991 reflect varia- 
tions in the volume of work and 
the type of work, as well as rela- 
tive standards of living. Contract 
work reached a high of 70.6 per 
cent in Ontario and a low of 
56.6 per cent in the Atlantic 
region. In other regions, the per- 
centage was close to the national 
average of 66.8 per cent: 64.1 per 
cent in Quebec, 64.2 per cent in 
the Prairies and 67.7 per cent in 
British Columbia. m= 


The Renovation Markets publications 
report on renovation activity and 
spending in Canada. In addition 

to National Renovation Markets, 
publications are also available for 
Ontario, Quebec, British Columbia, 
the Prairies and the Atlantic region. 
All publications are priced at $11.50 
plus 7% GST and $3.50 shipping 
and handling. 

Comments and requests for addi- 
tional information on the Renovation 
Markets series may be directed to 
Gilles Proulx, Chief Economist, 
Market Analysis Centre, Canada 
Mortgage and Housing Corporation, 
Ottawa, Ontario, Canada K1A OP7. 
Telephone (613) 748-2574 or fax 
(613) 748-2402. 

Order from the Renovation 
Markets series by contacting Canada 
Communications Group — Publishing, 
45 Sacré-Coeur Boulevard, Hull, 
Québec, K1A 0S9. Telephone 
(819) 956-4802 or fax (819) 994-1498. 
Please add 30% for orders outside 
Canada. 


© Canada Mortgage and Housing 
Corporation 1993 
ISBN 0-660-58952-4 
Catalogue No. NH1-3/1993 
Printed in Canada 


CMHC offers a wide range of 
housing-related information. For de- 
tails contact your local CMHC office. 
CMHC subscribes to Canada’s 
Green Plan. Quantities of our publi- 
cations are limited to market demand; 
updates are produced only when 
required; and recycled or environ- 
mentally friendly stock and Ov 
environmentally safe inks G YW, 


are used wherever possible. 
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Home renovation plays a crucial role in maintaining and improving the quality of 
housing enjoyed by Canadians. Renovation work also accounts for a large share of 
the residential construction industry, providing sales opportunities for manufac- 
turers, wholesalers and retailers, as well as incomes for employees and renovators in 


all parts of the country. 


This report describes the extent of this renovation activity, reviews recent trends, 
examines the major types of renovation and outlines some of the factors contribut- 


ing to renovation activity. 


Renovation ahead of new construction in 1991 


n 1991, renovation spending 
totalled $16.7 billion, amount- 
ing to nearly half (47.9 per cent) 
of total spending on residential 
construction. In fact, last year, for 
the first time since 1985, renova- 
tion spending surpassed new 
construction investment ($15.2 
billion). The remaining com- 
ponent of residential construc- 
tion, covering supplementary ac- 
quisition costs such as architect 
and legal costs, land develop- 
ment fees and taxes, reached $3.6 
billion in 1991. 

Over the period 1981-1991, the 
value of renovation ranged be- 
tween 43 and 56 per cent of total 
construction activity. Renovation 
spending is less volatile than 
new construction over the busi- 
ness cycle. It does not rise as fast 
during periods of expansion, it 
does not fall as sharply during 


Canada 


recessions. As a result, the share 
of renovation in total residential 
activity tends to rise during reces- 
sions and to fall during good 
economic times. 


[ 


Hit by the recession 


Renovation spending has 
declined in the current recession. 
The market peaked in 1989 at 
$18.5 billion and then fell by 2.2 
per cent and 7.6 per cent in 1990 
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and 1991. This leaves the cumula- 
tive decline for the two years at 
about 10 per cent. 

The slide in real renovation ac- 
tivity (activity adjusted for infla- 
tion) is larger than the spending 
figures indicate because of an in- 
flation of about 6 per cent for 
both years in the cost of renova- 
tion goods and services. With 
sales down 10 per cent, this 
means the fall in real activity is 
around 16 per cent. 

The burden of the recession is 
also clear from other measures of 
renovation work. For example, 
the value of building permits for 
improvements dropped by 7.3 
per cent in 1991. Another mea- 
sure, the sales of lumber and 
building materials by whole- 
salers, fell 8.4 per cent in 1990 
and 11.0 per cent in 1991. 

The recent recession has cur- 
tailed renovation activity 
whereas that of the early 1980s 
saw spending on renovation rise 
every year. Several factors have 
played a role in making renova- 
tion more vulnerable this time 


Renovation spending rose in B.C., Alberta and P.E.lI. 


for both 1990 and 1991 


around. First, household debt is 
much higher than in the early 
1980s. Second, the recent reces- 
sion has hit the managerial and 
white collar work force, groups 
who tend to be important clients 
of the renovation industry. 
Third, flat or falling real estate 
prices may have worked to 
reduce incentives to upgrade 
and maintain properties. 


But recovering 


Recent trends are pointing to a 
recovery in renovation work. 
For the first half of 1992, sales of 
lumber and building materials 
by wholesalers are up 14.3 per 
cent from the year ago level. For 
the same period, the value of 
building permits for improve- 
ments rose by 5.3 per cent. 
Housing investment, exclud- 
ing repairs, tells a similar story of 
recovery. The index of spending 
on alterations and improve- 
ments, peaked at 100 in the 
fourth quarter of 1989 and 
slipped to a trough of 82 during 
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the first quarter of 1991. In the 
second quarter of 1991, it 
bounced back to an index value 
of about 90 where it has been 
hovering until mid 1992. This 
pattern is similar to that dis- 
played by many other measures 
of economic activity during the 
recent recession and early phases 
of the recovery. 


Stronger in the west 


British Columbia and Alberta 
have weathered the latest reces- 
sion better than most regions in 
Canada. This is reflected in the 
steady growth of renovation 
spending in both provinces 
during 1990 and 1991. The only 
other province with such posi- 
tive results is Prince Edward 
Island. In all other provinces, 
renovation activity fell. In 1991, 
the drops exceeded 10 per cent 
in Newfoundland, Nova Scotia, 
Quebec, Manitoba and 
Saskatchewan, while smaller 
declines were registered in New 
Brunswick and Ontario. @ 
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Homeowner renovation 


Homeowners: the cornerstone of the renovation market 


n 1990, the last year for which 

detailed information is avail- 
able, spending by homeowners 
amounted to $12.8 billion, about 
70 per cent of the estimated total 
spending on renovation. This 
percentage is higher than the 
proportion of households who 
are homeowners (64 per cent), 
thus homeowners spend more 
than their population share of 
the market. Three in four homes 
(74.8 per cent) spent money on 
renovation in 1990. Detailed in- 
formation is not available for 
renovation spending by land- 
lords, which is estimated to ac- 
count for the remaining 30 per 
cent of total renovation spending. 

Statistics Canada groups 
homeowner renovation work 
under five major headings. The 
largest one is renovations and al- 
terations, estimated at $5.0 bil- 
lion in 1990, followed by 
structural additions, at $3.2 bil- 
lion. The other categories are 
repairs and maintenance ($2.6 bil- 
lion), replacement of equipment 
($1.3 billion) and new installa- 
tions ($0.8 billion). While close to 
60 per cent of the households 
reported some spending for 
repairs and maintenance, the per- 
centage reporting spending 
under the other categories 
ranged between 10 and 22 per 
cent. 


Recent trends 


The $12.8 billion spent by 
homeowners in 1990, represents 
a slight drop from the 1989 level 
of $13.4 billion. Compared to 
1987, however, spending was up 
12 per cent. 


Where the homeowner renovation dollar goes 


38.7% 
renovations and 
alterations 


24.7% 
additions 
6.4% new 
installations 


10.1% 
replacement of 


equipment 
20.1% gh 


repairs and 
maintenance 


TOTAL: $12.8 billion 


Source: Statistics Canada. 


From 1987 to 1990, the number 
of renovating homeowners grew 
by over 8 per cent to 4.7 million, 
pushing the average outlay for 
spending homes up by about 4 
per cent during that period, to 
$2,732 in 1990. It should be noted 
that the average expenditures 
mentioned in this publication are 
calculated only for households 
with spending. 

The percentage of households 
spending on repairs or renova- 
tions remained fairly constant at 
around 75 per cent from 1987 to 
1990. 


National Renovation Markets is a new 
annual publication on renovation 
activity and spending. Renovation 
Markets publications are also avail- 
able for Ontario, Quebec, B.C., Prairie 
and Atlantic regions. Comments and 
requests for additional information 
may be referred to Gilles Proulx, 
Chief Economist, Market Analysis 
Centre, Ottawa. Tel.: (613) 748-2574 


Other CMHC National Market 
Analysis publications available 
include: 
National Housing Outlook 
(quarterly) — $66.00 annual 
subscription* 
Canadian Housing Markets 
(quarterly) — $44.00 annual 
subscription* 
Mortgage Market Trends 
(quarterly) — $44.00 annual 
subscription* 
Orders outside Canada add 30%. 
Subscription enquiries for the above 
publications and the National Renova- 
tion Markets annual publication 
should be directed to: 
Canada Communications Group — 
Publishing, Ottawa, Canada K1A 089 
Tel.: (819) 956-4802; Fax (819) 994-1498 


*Plus GST. 
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Major homeowner repair and 


renovation jobs 


he wide range of 

homeowner renovation 
activity has been summarized 
under 22 major job types shown 
in the table on page 5. While 
limited in detail, it illustrates the 
largest markets, the frequency of 
work, and the average amount 
spent for households who report 
some spending. 


Top four jobs each 
worth more than 
$1 billion 


The top four renovation jobs 
include the three broad types of 
renovations and alterations (inte- 
rior only, exterior only, both 
exterior and interior) plus struc- 
tural extensions. Spending for 
each of those four categories 
exceeded one billion dollars in 
1990. 

Interior renovation includes 
projects such as kitchen and 
bathroom remodelling, while 
exterior renovation includes 
projects like decks and porches; 
work classified as exterior and in- 
terior would include window 
and door replacements or addi- 
tions. Adding a room would be 
covered under structural 
extensions. 

These four markets topping 
the billion dollar mark, share in 
common a high level of average 
spending, ranging from $2,382 
for exterior renovations to $5,891 
for renovations affecting both the 
exterior and the interior of the 
home. By comparison, the fre- 
quency tends to be low, ranging 
from 3.8 to 11.8 per cent of 
homes spending on these jobs. 
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Top ten renovation jobs in 1990 


Renovation-interior — 


Structural exts. 


Renovation-ext.&int. —_ 


Renovation-exterior | 


Outdoor patios, etc. +e ty : 


Roofing comp./part. | 
Flooring & carpet | 
Painting-ext.&int. | pe 


Heating/air cond. — | 


Garages & carports fe 


1 1.5 2 2.5 
(Billions of $) 


Source: Statistics Canada, 1990 Homeowner Repair and Renovation Survey. 


Next five jobs between 
$500 million and 
$1 billion 


Five activities generate between 
$500 million to $1 billion worth 
of expenditures each. They are: 
installation, repair and main- 
tenance of outdoor patios, fences 
and driveways; complete or par- 
tial roofing work; installation, re- 
placement and repair of hard 
floor coverings and carpeting; ex- 
terior and interior painting; and 
the installation, replacement, 
repair and maintenance of heat- 
ing and air conditioning equip- 
ment. 

What makes these markets 
large is the frequency with which 
households report spending. 
Painting is the most common ac- 
tivity with over 40 per cent of 
households spending. The least 
common activity in this group is 
roofing work, reported by 8.1 per 
cent of households. Average 
spending by job also tends to be 


substantial, ranging from $762 to 
$1,422, with the exception of 
painting. 


Thirteen jobs at less 
than $500 million 


The remaining jobs are charac- 
terised by low frequency or low 
average spending, or both. There 
were only two jobs in this 
category for which over 10 per 
cent of homeowners did some 
spending: plumbing repairs, re- 
placements and installation of 
new fixtures; and wallpapering. 

While spending is generally 
low, this group includes the 
most expensive job — inground 
swimming pool installation. This 
cost on average $15,263, but was 
reported by only 0.3 per cent of 
households. Average spending is 
also high for garages and car- 
ports, at more than $5,000, but 
only 1.4 per cent of homeowners 
spent for these jobs. m 
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Six New Renovation 


Market Publications 


¢ National Renovation Markets 
¢ Ontario Renovation Markets 
¢ Quebec Renovation Markets 
¢ B.C. Renovation Markets 
¢ Prairie Renovation Markets 
¢ Atlantic Renovation Markets 


Canadian Housing Markets 

provides you with information on: 

e per cent of renters who can afford to buy a home by CMA 
© costs and incomes for affordability indicator 

¢ supply of housing available to average renter households 
© economic and housing market indicators 

¢ feature articles on housing market trends 


of National Housing Outlook 


a 7 features the most comprehensive presentation of: 


¢ housing market trend analysis 

© housing statistics 

¢ national forecasts (prices, vacancy rates, housing starts) 
e provincial forecasts (prices, vacancy rates, housing starts) 


V Mortgage Market Trends 

offers you an in-depth presentation of: 

© mortgage credit growth 

© mortgage credit market share 

© mortgage rate movements 

¢ mortgage-backed security (MBS) activity 
© MBS pool issues 

© special topics on mortgage markets 


Six New Renovation Market Publications 
five regional and one national publication featuring: 

e recent trends in renovation spending 

© homeowner renovation markets 

¢ how the renovation dollar is spent 

¢ who spends most on renovation (a profile) 

° renovation spending by province with reference to CMAs 
(Census Metropolitan Area) 


SUBSCRIBE NOW! 


e e e 

Renovation Market Publications 
YES, send me your premiere issue(s) of: 
C1 Ontario Renovation Markets $15* CJ Prairie Renovation Markets S15* 
( Quebec Renovation Markets $15* (1) Atlantic Renovation Markets $15* 
(1 B.C. Renovation Markets  $15* (J National Renovation Markets $15* 
1] Set, all six publications $90* 


* plus GST (Orders outside Canada add 30%) 


Name/Title: 

Company: 

Address: 

City: Prov.: Postal code: 

1 Purchase Order No. (libraries, gov’t departments) | 

C1 Bill me For faster service call (819) 956-4802 or Fax (819) 994-1498 

Signature Date: 
CMHCE'SSCHL Canad 


®. 


' You can order any, or all four National 
CMHC publications. 


(J Canadian Housing Markets  $44* (J National Housing Outlook $66* 
(J Mortgage Market Trends $44* (J National Renovation Markets $15* 
C1 Set, all four publications $169* 


* plus GST (Orders outside Canada add 30%) 
Name/Title: 


Company: 


Address: 


City: Prov.: Postal code: 


1 Purchase Order No. (libraries, gov’t departments) | 
C1 Bill me For faster service call (819) 956-4802 or Fax (819) 994-1498 


Signature Date: 
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Ranking by market size 


Aggregate expenditure 


Homeowner households reporting spending 


Rank Millions ($) Percentage (%)* Average spent ($) 
1 Renovation — interior only 2297 11.8 3,089 
2 ‘Structural extensions 1455 5.7 4,067 
3 Renovation — both exterior and interior 1397 3.8 5,891 
4 Renovation — exterior only 1280 8.6 2,382 
5 Outdoor patios, fences and driveways*™ 779 13.1 944 
6 Roofing complete or partial** 726 8.1 1,422 
7 Hard surface flooring and carpeting** 719 10.0 1,144 
8 Painting — exterior and interior 717 42.0 272 
9 Heating and air conditioning** 675 14.1 762 

10 Garages and carports 464 1.4 5,128 

11 Plumbing** 417 16.4 404 

12 Landscaping 398 7.2 876 

13 Electrical systems** 262 9.5 441 

14 Inground swimming pools 248 0.3 15,263 

15 Built-in appliances** 189 3.4 873 

16 Wallpapering 163 14.5 179 

17 Other new installations and replacement** 156 2.6 964 

18 Other interior walls and ceilings 156 6.8 363 

19 Exterior walls 126 4.8 419 

20 Carpentry (including wooden floors) 104 2.5 659 

21 Other repairs and maintenance 77 3.0 403 

22 Caulking and weather stripping 36 7.8 73 


* In 1990, there were 6,285,840 homeowner households. 


*“ Indicates aggregated categories. 


Sources: Statistics Canada, CMHC. 


Information for this report 
originates mainly from various 
publications produced by Statistics 
Canada and special tabulations re- 
quested by CMHC. 

In addition to the Homeowner 
Renovation and Expenditure Sur- 
vey described below, the data sour- 
ces include construction statistics, 
building permits, wholesaler sales 
and national income and expendi- 
ture accounts. 

The Homeowner Repair and 
Renovation Expenditure Survey 
provides detailed information on 
the spending characteristics of 
homeowners. The latest survey 
available, conducted in the spring 
of 1991, asked more than 30,000 
homeowners about their renova- 
tion spending in 1990. The main 
results of this survey are publish- 
ed in Homeowner Repair and 
Renovation Expenditure in 
Canada — 1990 (Catalogue No. 62- 
201). 

The survey asks homeowners 
about their spending on contract 


or materials for renovation for the 


previous year. It identifies 34 types 
of repair and renovation activities 
which are grouped under five 
major headings: renovations and 
alterations; structural additions; 
repairs and maintenance; replace- 
ment of equipment; and new in- 
stallations. 


Repairs and Maintenance: 


Expenditures made on an existing 
structure or piece of equipment to 
keep it in good working condition 
and appearance so as to maintain 
it in "as new" a condition as pos- 
sible. 


Replacement of Equipment: 


Installation of equipment that 
replaces an existing unit. Includes 
upgrading to a superior quality of 
equipment and conversion from 
one type of. unit to another (such 
as replacing an electric hot water 
heater with a gas fuelled unit). 


Additions: 


Structural extensions or additions 
to the property (such as rooms, 
decks, garages, carports, garden 
sheds etc.), inground swimming 
pools, fences patios, driveways, 
and major landscaping. 


Renovations and Alterations: 


Work done that was intended to 
upgrade the property, rearrange 
the interior space, modernise exist- 
ing facilities. Includes jobs such as 
remodelling rooms, adding or 
replacing doors and windows, 
renovating exterior walls, upgrad- 
ing insulation and adding 
eavestroughing. 


New Installations: 


The installation of equipment that 
did not previously exist on the 
property, or that was installed in 
addition to the equipment on the 


property. 
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| Homeowner profiles... 


Average spending and percentage of homeowner households spending on renovation 


by period of construction 


Dollars 
0 1000 2000 3000 4000 
1961. & later Le 2 = : | 
1971-1980 ay 
1961-1970 : = 
1951-1960 | a 
1941-1950 | 
Before 1941 | 
Average 
65 70 75 80 85 
Percentage 


(im Average Spending © == Percentage Spending 


Sources: Statistics Canada and CMHC. 


Older homes need most work 


Owners renovating homes built 
before 1941 spent, on average, the 
most on repair and renovation 
($2,929 in 1990). They were closely 
followed by those with homes 
built between 1961-1970 ($2,908). 
In newer homes, those built since 
1981, the average spent was lower 
at $2,599. 

Most of the homes in Canada 
(almost 58 per cent) are over 20 
years old. About 27 per cent of all 
houses were built during the 
1970s, as compared to 16 per cent 
after 1981. 


The frequency of spending on 
any repair or renovation was quite 
evenly distributed by period of 
construction for homes built 
before 1980, exceeding 75 per cent 
in all cases. Those in homes built 
during the 1940s tended to be the 
most frequent spenders (79 per 
cent). By contrast, the frequency 
of spending dropped to 71 per 
cent in the newest homes, those 
built during the 1980s. 
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New movers biggest spenders 


Homeowners who moved during 
1990 were the biggest spenders 
($3,878) on renovation. Those who 
had moved in 1989 had the highest 
frequency of spending (79 per 
cent) while those who moved in 
the early months of 1991 had the 
lowest frequency (65 per cent) in 
their preceding home in 1990. 

The average dollar spent plum- 
meted from about $3,878 for those 
who moved in during 1990, to 
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under $2,516 for those who moved 
in before 1986. Spending rebounds 
to over $3,000 for those who 
moved in during 1991. This clear- 
ly shows that recent movers tend 
to undertake larger renovation 
projects. 


Spending and frequency rise with income 


Not surprisingly the wealthiest 
households spent the most, and 
the most frequently on home reno- 
vation in 1990. Nearly 80 per cent 
of households with an income of 
$70,000 or more, had expenditures 
of some kind on renovation or 
repair in 1990. The average spend- 
ing of this group was also high, at 
$3,835. 

Frequency and average amount 
spent were positively related to in- 
come per household. Thus, house- 
holds with an income under 
$15,000 had the lowest incidence 
of spending — 66 per cent, and 
spent the least on repairs and 
renovations — on average $1,699. 


’ 


A review of spending on 
materials and on contracts shows 
some interesting patterns. The 
proportion spent on contract ap- 
pears to be higher at either end of 
the income scale. This is surprising 
since the lowest income homes 
should be the ones most reluctant 
to spend on contractors due to 
budget constraints. What could be 
happening is that the low income 
homes have a large share of senior 
citizens reluctant to do renova- 
tions themselves and thus spend 
proportionately more on contract. 
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Average spending and percentage of homeowner households spending on renovation 
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Baby boomers lead market 


The baby boomers (aged 35-44) 
spent the most on renovation 
($3,041 on average), although 
owners aged 45 to 54 did not lag 
far behind at $2,889. By contrast, 
those aged 65 and over spent 
about one-third less than the baby 
boomers. 

A review of the frequency of 
spending by age group, shows a 
similar pattern of declining spend- 
ing in the older age groups. 


Younger homeowners (under 
35) spent most frequently on 
renovations, above 80 per cent, 
while the baby boomers followed 
a close second with just under 80 
per cent. Incidence of spending fell 
to slightly under 70 per cent for 
the 65 and over age group. 


Spending increases with value of dwelling 


As with household income, 
average expenditure on repair and 
renovation tended to rise with the 
value of the dwelling. Those in a 
home valued at $200,000 or more 
spent nearly $4,000, while those in 
a dwelling worth $40,000 or less 
spent about $1,500. 


The frequency of spending was 
evenly distributed across the value 
of dwellings, with homes valued 
between $120,000 and $150,000 
spending the most frequently at 
7/29 per cent: 


Atlantic region most frequent spenders but Ontario, 


Quebec biggest 


In 1990, the percentage of home- 
owners spending on repair and 
renovation was higher in the At- 
lantic provinces than in other 
regions of the country. This fre- 
quency of renovation spending 
ranged from over 80 per cent in 
Newfoundland to a low of about 
70 per cent in Saskatchewan. This 
high incidence reflects the exist- 
ence of an older housing stock in 
the Atlantic region. 

Average homeowner spending 
on repair and renovation was 
much more variable across 
Canada in 1990 than the incidence. 
Ontario led the provinces with the 
highest average dollar expenditure 
($3,082) and Quebec was second 
with ($2,906), while residents of 
Manitoba spent the least ($1,887). 


City spending patterns mirror 
provincial trends. Over 90 per cent 
of homeowners from Trois Riviéres 
spent something on renovation in 
1990 — the highest incidence in 
the country’s census metropolitan 
areas. St. John’s was second (86 per 
cent) while Vancouver had the 
lowest proportion of homeowners 
making an expenditure (69 per cent). 

Homeowners in medium sized 
cities made up the primary renova- 
tion market, leading in both fre- 
quency and average amount spent. 
Households in cities with a popula- 
tion between 30,000 and 100,000 
spent the most frequently (77 per 
cent), while their counterparts in 
slightly larger cities (population 
100,000 to 500,000) spent the most 
on average ($2,877). m 
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Contract and materials 


Homeowners spend twice as much on contract than on materials 


oO. two-thirds of the 
expenditure on repair and 
renovation in 1990 was paid to 
contractors while the rest was 
spent on materials. 

Among the broad types of 
work, homeowners were more 
likely to undertake repairs and 
maintenance themselves than 
they were to install, ar arplace 
equipment.  ° ibs 


Only 63 per cent of the -nation- 


al outlay on repairs and main-., 
tenance went'to contractors,’ 
while 72 per cent of spending for 
replacement of equipment and 


new installations wage neces cy 


out. ae ae 

Regional differencesi¥ were Mico 
evident in the spending split 
between contract and on 
materials. 

The Atlantic provinces show 
the highest proportions spent on 
materials with Newfoundlanders 
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leading the way — 57 cents of 
every dollar was spent on 
materials. 

In Ontario, only 28 cents went 
to materials, while the national 
average was 32 cents per dollar. 

These provincial differences 
may reflect a lower opportunity 
cost for unemployed labour in 
the high unemployment areas. 
That is, Atlantic Canadians may 
be more willing to do it them- 


Contract work receives two thirds of the renovation 


: ~~ 


materials 
32.3% 


selves because they have the 
time. 

Traditionally, the region has 
included more do-it-yourself 
work and more owner-built new 
construction. Another possible 
factor is that the relative costs of 
labour and materials vary across 
the country, with high labour 
costs, low materials costs in 
central Canada versus lower 
labour costs and higher material 
costs in the Atlantic region. m 


Who spends the most on repairs and renovation? 
Based on average expenditure per household 


Province of residence: 


Period of construction of dwelling: 


Ontario 
before 1941 


Year household head moved to dwelling: 1990 


Age of household head: 
Household income: 
Value of dwelling: 
Dwelling type: 

City size: 


35 to 44 

$70,000 and up 
$200,000 or more 
Single-detached 
100,000-500,000 


